INTRODUCTION
IlAs are agreements signed at the bilateral, regional or multilateral level by two or more countries to protect investments made by one country's investors in the other country.� Apart from protection of investments, IlAs also seek to generate amiable conditions for greater investment flows.'-Another significant aspect of IIAS is that they restrict the regulatory discretion of the signing countries by imposing conditions that prohibit certain types of conduct such as discriminating amongst foreign investors or favouring domestic investors over foreign investors. Hence, it requires the signing countries to exercise regulatory discretion in accordance with the provisions of the IIA. The degree of restriction depends on the provisions of an IIA and varies from treaty to treaty. This paper analyses the linkages between IIA and regulatory discretion with respect to India.3 It examines certain features of the Indian IlAs and studies the interplay between these provisions and the regulatory discretion of India. Before one looks at the reasons for choosing India as a case study and the provisions of Indian IIAS, it is pertinent to briefly understand why countries endeavour to attract foreign investment in the first place and how is this related to IIAS. Countries endeavour to attract foreign investment so as to fill the gap between resources mobilised and the resources needed to achieve growth and development targets.4 Foreign investment plays an important role in complementing developmental processes at the national level by enhancing export competitiveness,' creating employment opportunities and providing opportunities to Salacuse (1990) local labour to develop new skills.6 On the other hand, it is also argued that foreign investment may adversely affect the country's economy by lowering domestic savings and investment by reducing competition and crowding out domestic investment.7
IlAs could be an important tool to attract foreign investment because by signing an IIA, the host country signals congenial investment environment and offers treaty based protection as opposed to mere contractual protection.8 However, signing IlAs alone do not ensure greater foreign investment inflows because foreign investment is more related to macro economic factors such as host country's overall economic stability, advantages as a location, level of infrastructure and other related factors.9
There has been a spurt of IIAs in the 1990s and is continuing. Different reasons have been given for this. Vandevelde has argued that astonishing turn of events in the 1980s such as the falling of the socialist development model and astounding recital of the East Asian countries strengthened the argument for liberalisation.10 An important step in progressing towards liberalisation is signing IIAS." The growth of IlAs can also be attributed to the process of codification of international standards aimed at regulating the relationship between Multinational Enterprises (MNE) and the host states Attempts have also been made at the multilateral level i. This paper focuses on Indian IlAs because not much work has been done to analyse the Indian IlAs and their interplay with state's regulatory discretion. Most of the work on investment, in the Indian context, has focused on the economic dimensions of foreign investment. India is becoming an important destination of foreign investment. Until 1991, Indian policy was restrictive to foreign investment. However, the beginning of economic reforms in the early 1990s brought a change in India's perception towards foreign investment with changes in policy to boost liberalisation.11 FDI in India rose from US $0.4 billion in 1990 to US $5.5 billion in 2002Y According to the latest Indian
